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SUBJECT: IBM COMPUTER FOR THE SHENYANG BLOWER WORKS 

REF: PEKING 2948 


FYI: 

1 . INTERAGENCY AGREEMENT HAS BEEN REACHED TO APPROVE THE 
U.S. LICENSE FOR THE EXPORT OF AN IBM 370/138 COMPUTER FOR 
SHENYANG BLOWER WORKS, SUBJECT INTER ALIA TO NOTE 12 CON- 
DITIONS CALLING FOR SIX YEAR VISITATION AND REPORTING 
REQUIREMENTS. DEPARTMENT OF COMMERCE LICENSING OFFICIALS 
HAVE INFORMALLY ADVISED IBM OF COCOM NOTE 12 CONDITIONS 
AND ARE AWAITING IBM'S REPLY AND/OR COUNTERPROPOSAL 
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PRIOR TO PROCEEDING WITH FORMAL APPROVAL. IBM'S MAJOR 
CONCERN IS THAT THE CHINESE WILL DECLINE TO GUARANTEE 
ACCESS FOR THE SIX YEARS WHICH IBM MUST HAVE BEFORE IT CAN 
FULFILL LICENSE REQUIREMENTS. IBM IS EXPECTED TO PROPOSE 
TWO-YEAR VISITATION AND REPORTING (PERHAPS THROUGH THE USE 
OF RESIDENT IBM TECHNICIANS) WHICH IT IS CONFIDENT OF 
OBTAINING FROM THE CHINESE. IT IS DOUBTFUL THAT THIS WOULD 
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BE ACCEPTABLE TO USG AGENCIES. IF THE USG AND IBM REACH 
AGREEMENT ON TERMS, THE CASE WOULD BE SUBMITTED TO COCOM 
FOR REVIEW. 

2. RE HITACHI COMPUTER FOR CHINESE CENTRAL METEOROLOGICAL 
AGENCY, USG HAS INFORMED JAPAN THAT THE REVISED TECHNICAL 
CONFIGURATION IS ACCEPTABLE. DETAILS CONCERNING VISITA- 
TION AND REPORTING REQUIREMENTS OVER A SIX YEAR PERIOD 
ARE NOW BEING WORKED OUT; HITACHI PERSONNEL WILL BE ON SITE 
FOR THREE YEARS AND THE FIRM HAS INDICATED THAT IT 

WILL BE ABLE TO COMPLY WITH THE REQUIREMENT FOR QUARTERLY 
VISITATION AND REPORTING DURING THE REMAINDER OF THE SIX- 
YEAR PERIOD. 

3. IBM'S CONTENTION THAT THE PRC IS UNWILLING TO 
PROVIDE FOR SIX- YEARS' ACCESS HAS BEEN UNDERCUT BY THE 
ABILITY OF SIEMENS (FOR ITS RECENT COMPUTER SALE) AND 
HITACHI TO DEVISE ARRANGEMENTS FOR VISITATION AND REPORTING 
FOR SIX- YEAR PERIODS. USG REMAINS WILLING TO BE FORTH- 
COMING AND EXPEDITIOUS IN HANDLING PRC LICENSING CASES; 
HOWEVER, WE DO REQUIRE CHINESE UNDERSTANDING OF AND COM- 
PLIANCE WITH US AND COCOM SAFEGUARDS ON STRATEGIC TRADE, 
WHICH HAVE BEEN ACCEPTED BY ALL OTHER COUNTRIES TO WHICH 
THEY APPLY. USLO'S APPROACH TO MACHIMPEX ON LITTON DID NOT 
LEAD TO THE HOPED-FOR GENERALIZED DISCUSSION OF THE SAFE- 
GUARDS QUESTION, BUT MACHIMPEX DID APPEAR TO BE RESPONSIVE 
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TO LITTON S REQUIREMENTS TO MEET SAFEGUARDS (TWO YEARS 
VISITATION AND REPORTING) LEVIED BY US LICENSING AUTHORI- 
TIES. WE ARE CONCERNED THAT IBM NOT REPEAT NOT BE 
DISADVANTAGED IN DEALING WITH THE PRC ON THE SAFEGUARDS 
ISSUE. WE PREFER, HOWEVER, THAT COMPANIES ASSUME BURDEN 
OF NEGOTIATING SPECIFIC CONTRACT CONDITIONS. 

4. IBM ADVISED US DECEMBER 19 THAT CONTRACT HAS BEEN 
SIGNED WITH PRC. IOM REP DID NOT GO INTO DETAILS. END 
FYI. 

5. FOR TOKYO: YOU MAY WISH TO COMMENT ON MATTERS RAISED 
PARA (5) REFTEL, BEING REPEATED FOR YOUR INFO. VANCE 
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